UNIVERSITY OF NEW ENGLAND 


University of NAME: 
New England : 
STUDENT NUMBER: 


UNIT CODE: ECON406 

PAPER TITLE: Economics for Management 

PAPER NUMBER: First and Only 

DATE: Monday 15 October 2018 = TIME: 9:15 AM TO 11:30 AM 
TIME ALLOWED: = ‘2 hours and 15 minutes 

NUMBER OF PAGES IN PAPER: — TWO (2) 

NUMBER OF QUESTIONS ON PAPER: _ SIX (6) 

NUMBER OF QUESTIONS TO BE ANSWERED: FOUR (4) 


STATIONERY ES 6 PAGE ANSWER BOOKS ) 0 GENERAL PURPOSE ANSWER SHEET 
PER 


CANDIDATE: | 0 GRAPH PAPER SHEETS | 0 GEOLOGY SAMPLES 


OTHER AIDS REQUIRED: NONE 
CALCULATORS: PERMITTED (APPROVED MODELS ONLY) 
TEXTBOOKS OR NOTES: NOT PERMITTED 


INSTRUCTIONS FOR CANDIDATES: 
e Candidates MAY NOT start writing until instructed to do so by the supervisor 


e Please pay attention to the announcements and read all instructions carefully before 
commencing the paper 


e Candidates MUST write their name and student number on the top of this page 


e Answer TWO (2) QUESTIONS from SECTION A and TWO (2) QUESTIONS from 
SECTION B 


e All questions carry equal marks 
e lf additional answer books are required please ask your examination supervisor 


e This examination paper MUST BE HANDED IN along with all supplied stationery. 
Failure to do so will result in the cancellation of all marks for this examination 


REMEMBER TO WRITE YOUR NAME AND STUDENT NUMBER AT THE TOP OF THIS PAGE 


THE UNIVERSITY CONSIDERS IMPROPER CONDUCT IN EXAMINATIONS TO BE A SERIOUS OFFENCE. 
PENALTIES FOR CHEATING ARE EXCLUSION FROM THE UNIVERSITY FOR ONE YEAR AND/OR CANCELLATION 
OF ANY CREDIT RECEIVED IN THE EXAMINATION FOR THAT UNIT. 


ECON406, Trimester 2 2018 
Answer TWO (2) QUESTIONS from SECTION A and TWO (2) QUESTIONS from SECTION B. 


SECTION A 


Question 1 

A firm could increase the price of its product as a way to rise its total revenue. If everything 
else remains constant, what could be the potential outcomes of this strategy? What 
characteristic of the demand might affect these outcomes? What could be the effect of 
variations in consumers’ income and prices of related products? Use appropriate diagram(s) 
to illustrate and explain your answer. 


Question 2 

A business manager has noticed that after a certain level of output his firm’s marginal cost 
curve becomes upward sloping. What could be the reason? What are the expected effects on 
the firm costs in the short run and long run? Use appropriate diagram(s) to illustrate and 
explain your answer. 


Question 3 

A local government wants to reduce the level of pollution due to cardboard production. What 
type of market failure is the government aiming to correct? Describe the policy alternatives the 
local government has to implement in this case. A group of neighbours wants zero pollution, 
is this the best alternative from an economic point of view? Use appropriate diagram(s) to 
illustrate and explain your answer. 


SECTION B 


Question 4 

The candidate of the party “New Populous Generation” claims her government will stimulate 
the country’s economy through an increasing and sustained government expenditure. Based 
on this policy, is that outcome possible? Why? What are the short and long run effects of this 
policy? Use appropriate diagram(s) to illustrate and explain your answer. 


Question 5 
What are the expected effects of a decrease in money supply on aggregate demand, GDP, 
unemployment and inflation? Use appropriate diagrams) to illustrate and explain your answer. 


Question 6 

The Australian dollar operates under a floating exchange rate regime. What are the 
characteristics of this regime? Suppose you are going to export wheat and will receive 
payment in US dollars by next week. A financial advisor has indicated that speculators expect 
the Australian dollar to appreciate. Explain how the expectations could affect the exchange 
rate and whether that outcome will be positive or negative for your exporting business. Use 
appropriate diagram(s) to illustrate and explain your answer. 
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